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Current Trends 


In what a number of economic analysts consider the beginning of a downward trend 
in interest rates...a number of major banks across the country lowered their prime rate 
from 8 to 7% percent. This is the first instance of major banks lowering the rate in recent 
months. .. and may presage a drop in interest on long-term loans (such as mortgages) as well. 


FNMA’s latest issuance of $32.4 million in 4-month commitments to purchase home 
mortgages showed a marked decline in yields. On $23.2 million of government-backer. 
mortgages... the average yield came 9.647 percent... compared to a 9.951 percent yield in 
the previous sale. (The average sale price was 95.62 for 9 percent HUD/FHA-VA mortgages. ) 
For conventional mortgages. ..the issuance was for $9.2 million of 4-month commitments 

..at an average yield of 10.021 percent in early October. 


Reporting on September’s mortgage interest rates... the FHLBB reported a slight rise 
for the month... from 8.89 in August to 8.94 percent. This compares to the 9.19 percent 
average in August 1974... when mortgage interest rates were rising to record highs. 


* 


New Foundation Begins Operations 


The Academy for Contemporary Problems...a new Foundation created for the 
purpose of searching for solutions to specific public problems. .. has begun operations. Six 
organizations... The National League of Cities, the Council of State Governments, the 
International City Management Association, the National Association of Counties, the 
National Conference of State Legislatures, and the U.S. Conference of Mayors... are 
member-organizations of the new Foundation. A seventh group...the National Governors 
Conference... has been invited to join. The new organization was made possible by a $7 
million gift from Battelle Memorial Institute, the world’s largest nonprofit scientific research 
organization. ...and began operations on September 9. The $7 million gift includes a $2.5 
million headquarters facility in Columbus, Ohio, where Battelle is also located. 


Earl S. Mackey, Executive Director of the National Conference of State Legislatures, 
was elected chairman of the Academy Board of Trustees. Ralph R. Widner, director of a 
predecessor research organization, was elected President and chief executive. 


The objectives of the Foundation are to: 


e Serve as secretariat for its member organizations when they engage in joint efforts 
to solve problems requiring intergovernmental cooperation; 


e Assemble research or problem-solving teams at the request of local, State, or 
national leaders; 


e Attempt to assess the implications of proposed new public policies before their 
adoption, in order to anticipate both desirable and undesirable consequences; 


e Provide facilities and technical support to local, State, or national organizations 
working toward solutions of public problems: 


e Attempt to advance the development of methods for solving public problems; 
e Promote the education and training of problem solvers. 
The Academy’s estimated operating budget through June 30, 1976, is $1.5 million. 





Delinquent Mortgage Procedure Announced 


Secretary Hills has announced that financially troubled homeowners with delinquent 
payment problems on federally-insured mortgages are assured more protection in actions 
taken by HUD to improve mortgage services. 


The actions result from recommendations of the Chicago Task Force that Mrs. Hills 
created to review problems with mortgage servicing and property disposition in Chicago and 
other areas of the country. 


A HUD notice to HUD-approved mortgagees, dated October 4, imposes more 
stringent practices on servicing mortgagees. Mortgagees unwilling or unable to meet these 
requirements will be subject to administrative actions. The new rules: 


e@ Prohibit the initiation of a foreclosure action until at least 3 full monthly 
installments are due (after crediting for any partial payments accepted by the mortgagee), 
except in the case of abandonments. 


e Prohibit initiation of foreclosure action where the only delinquency is the failure 
of the borrower to pay late charges. 


e Require the mortgagee to permit reinstatement of the mortgage even after 
foreclosure has begun if the borrower brings his account current and pays legal costs 
incurred. 


e Require the mortgagee to send to the borrower a HUD-produced delinquency 
notice and information booklet that cautions the delinquent borrower and points out 
available remedies, including forbearance or the recasting of the mortgage. 


e Require the mortgagee to accept toll-free or collect calls from borrowers living 
outside of the metropolitan area in which the lender is located, in certain circumstances, so 
the homeowner can readily explain his or her problem to the lender and receive advice and 
assistance. 


e Require the mortgagee to try to have a face-to-face interview with a borrower in 
default before loans become 60 days delinquent. 
New monitoring procedures include: 


e An increase in the number of audits of mortgagees by HUD’s Inspector General. A 
recently installed computerized monitoring system will assist in tracking mortgagee fore- 
closure activity. 


® Establishment of a Mortgage Review Board that has authority to propose sanctions 
on HUD/FHA approved mortgagees as a result of adverse audit reports, or other sub- 
stantiated complaints resulting from other mortgagee monitoring procedures. 


Other procedures include: 


Property preservation. HUD Field Offices are responsible for the inspection of each 
foreclosed property within 5 days after the mortgagee conveys title to HUD. The inspection 
report will be forwarded to HUD, Washington, D.C., to determine the validity of expenses 
claimed by the mortgagee for preservation of the dwelling. 


Mortgage origination. HUD has established a nationwide system of spot-checkirg 
information on HUD/FHA mortgage applications, such as employment, bank deposits, and 
credit references, the veracity of which is critical to approval or rejection of the applicant. 


HUD credit examiners have been directed to turn over to the Inspector General “substantial 
failures” in mortgage origination. 





Flood Claims Exceed $50 Million 


J. Robert Hunter, Acting Administrator of HUD’s Federal Insurance Administration 
(FIA), says tentative estimates show that about half of the property damage caused by 
Hurricane Eloise was covered by National Flood Insurance...“thus minimizing the hurri- 
cane’s impact on those foresighted enough to invest in flood insurance.” 


“These figures are early estimates only,” he said, “and are subject to change, of 
course, but we’re now estimating damage to property covered by Federal flood insurance 
policies at $41 million.” Preliminary insurance industry figures place total damage from 
Eloise... which ran in a swath from Puerto Rico to New England...at just under $100 
million. 


“If these figures are anywhere near accurate,” Mr. Hunter continued, “they show that 
a lot of people bought flood insurance policies during the years between Hurricanes Agnes 
and Eloise. In 1972...when Agnes hit... only about 2 percent of the damage was covered 
by flood insurance.’’ He said that total claims paid out in 1972 as a result of that hurricane 
amounted to $5 million...which means not only that the program is working... it means 
that a great many people have been spared the agony of paying off a loan to rebuild their 
home or business. 


The Federal Disaster Assistance Administration (FDAA), which coordinates relief 
work in Presidentially-declared disasters, lists the most destructive recorded hurricane as the 
. 1972 Agnes. .. which caused an estimated $3 billion in damages. 


Losses in the States hit hardest by Hurricane Eloise (all figures are estimates only): 

e Florida—$8 million in FIA-insured damage; 413 claims filed to date. 
Virginia—$4.2 million in FIA-insured damage; 400 claims filed to date. 

e Pennsylvania—$32.5 million in FIA-insured damage; 6,100 claims filed to date. 

Connecticut—$500,000 in FlA-insured damage; 135 claims filed to date. 

Maryland—$2.9 million in FIA-insured damage; 553 claims filed to date. 

Puerto Rico—$900,000 in FIA-insured damage; 209 claims filed to date. 


*New York-New Jersey—$3 million in -FIA-insured damage; 1,749 claims filed to 
date. 


*(New York-New Jersey figures are kept jointly. 350 claims from above total are from New 
Jersey.) 


* 
Section 223(f) Regs. Published 


HUD has issued final Regulations covering mortgage insurance to purchase or 
refinance existing multifamily projects. The projects may be conventionally financed or 
subject to federally-insured mortgages at the time of application. 


The Regulations. ..implementing Section 223(f) of the National Housing Act, as 
amended. ..were published in the Federal Register September 24, effective on that date. 
Interim Regulations were published March 5, with an amendment published June 3. Section 
223(f) in effect is a modification of Section 207 of the National Housing Act, as amended. 


With the publication of the interim Regulations, interested persons were invited to 
submit comments. The 38 responses received were carefully considered and the interim rule 
was modified in several respects, either as a result of the comments, or upon consideration of 
technical matters by the Department. 


David S. Cook, HUD Assistant Secretary for Housing Production and Mortgage Credit 
and Commissioner of the Federal Housing Administration, said, ““These modifications are 
intended to implement the program more effectively. We believe that by FHA underwriting 
loans on sound existing rental properties a substantial step will be taken to induce investment 
for the long term rather than for short term ‘milking’ or merely as a tax shelter.” 


Copies of the Regulations are available from any HUD/FHA office. 





From the States 


CONNECTICUT: Governor Grasso signed into law a bill giving cities and towns 
powers to issue bonds for the purpose of providing financing for the building and developing 
of property to attract new industry and wipe out blighted urban areas. . 


In signing the bill... the Governor said that it represents “hope for the restoration of 
beleagured cities.” New York, New Jersey, and 41 other States and Puerto Rico have given 
similar borrowing authority to their municipalities. ..and many in Connecticut feel that the 
borrowing authority in neighboring States helped lure industries away from Connecticut. 


ILLINOIS: Governor Walker signed into law two bills aimed at halting ‘“redlining,” 
the systematic refusal by financial institutions to grant home loans in deteriorating 
neighborhoods. 


One of the measures requires financial institutions to file semi-annual statements 
showing by ZIP code and census tract where loans were made for home mortgages, 
purchases, and rehabilitation. The measure provides strong penalties for violations, including a 
prison term of | to 3 years for filing a false report. 


The second measure prohibits financial institutions from denying conventional home 
mortgages solely because the lender believes a neighborhood is deteriorating. It also attempts 
to ban more subtle “redlining’” practices, such as requiring larger downpayments or 
shorter-term loans and higher interest rates for property -in deteriorating areas. It also 
prohibits financial institutions from refusing home mortgages because of sex,-marital status, 
childbearing capacity, race, or national origin. While financial institutions have denied charges 
of discriminatory mortgage practices... the Governor was convinced the practices exist and 
the Bills were needed to prevent further decay of neighborhoods. 
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